This study investigated the incidence of capital flight in Nigeria. A combination of the push factors theory and the portfolio risk approach was employed. The policy and economic environments and political developments were suspected enabling factors. The analysis was confined to the short run in order to avoid the ambiguity inherent in the long run effects of some explanatory variables. Following from the preliminary data analysis, estimates were provided for non-ratio and ratio specifications. Whereas the overall goodness of fit was very impressive under the two specifications, particular variables' performances were somewhat converse. However, a common denominator emerged from the results to tip off policy direction.
Introduction
The significance of capital flight in economic growth considerations stemmed from its perceived pernicious effect. Capital flight that could simply be defined in terms of movement of capital out of a country in response to events of economic consequence, penalized growth in the opportunity cost sense. Domestic investment hence, growth lost in any one period due to capital flight could hardly be recovered. In essence, at the expense of the originating country, capital flight financed growth in the country where it was domiciled. Additional concerns over the growth penalizing impact of capital flight had been raised in the heightened the danger of severe growth depression in these economies [1] . In Nigeria, capital flight averaged about 270 million naira in the 1960s falling to a negative of about 1.7 billion in the 1970s. It then rose to about 7.6 billion naira and 118 billion naira respectively in the next two decades before recording a negative of about 3 trillion naira in the decade of 2000-2010. Thus sequentially, it grew at an annual average rates of about 2 percent, −135 percent, 116 percent, 184 percent and −33 percent in the five decades 1 . In terms of significance, its proportion of the national product measured by the gross domestic product was successively about 9 percent, −5 percent, 12 percent, 12.5 percent and −17 percent. In a sense therefore, capital flight represented a significant command over economic resources in the Nigerian economy.
This paper reported the outcome of an investigation into the impact of macroeconomic factors on capital flight in Nigeria for the period, 1960 to 2010. As an economic entity, Nigeria had experimented with different economic philosophies (hence, policy regimes) and also experienced sharp fluctuations in economic growth with apparent implications for capital movement across its borders. The main contribution of the study was the underscoring of some trade and exchange rate allied factors as important determinants of capital flight in Nigeria; as opposed to conventional wisdom, there was only little evidence in support of the importance of both interest rate and inflation differentials in the study.
The Economic and Policy Environments
The review in this section covered only the period of reference in the study.
Up till about a decade after Nigeria's political independence in 1960, agriculture was the dominant economic activity accounting for not less than 60 percent of the GDP and employment. Export of agricultural products also constituted the major foreign exchange earner of the country. As the commodity export boom of the post-World War II had petered out by the early 1960s, the growth of economic activities could be described as modest between the 1960s and early 1970s.
A fixed exchange rate regime (marked by strict fixed parities with gold, US dollar and British pound sterling up till 1967) was in place and the policy stance was generally of the nature of economic regulation, hence, little or no surprises in economic prices were anticipated. By implication, there was reduced scope for speculative activities that could metamorphose into capital flight. However, between 1967 and 1971, there was evidence that the domestic currency had become overvalued with the country twice refusing to devalue in tandem successively with the British pound sterling and the American dollar to which its currency [3] . The spending effect of the boom engendered a significant appreciation of the domestic currency causing the real exchange rate to fall mostly [4] . The currency appreciation encouraged a thriving business of parallel market exchange rate deals with the principal fallout being the emergence of foreign currency holding as an attractive portfolio choice. Meanwhile, the combined consequence of the spending and resource movement effects of the boom had been a shrunk tradable goods sector and an expanded nontradable goods sector. With the services sector accounting for not less than 60 percent of nontradables in the period, it is clear that there was an expanded scope for deals in foreign exchange during the boom.
Oil export receipts leveled off unexpectedly around 1981 leaving the country with an asymmetric growth structure with a declining domestic production and non-oil exports but growing imports and nontradable goods' sector. The culture . Generally, the scope for profitable trade in foreign currency was wide and probably promoted a capital flight "round tripping" process. 2 The parallel market exchange rate premium figures were computed as the percentage excess of the parallel market rate over the official or autonomous market rate as the case may be. However, it was difficult to assert with confidence that all the succeeding governments sustained this trend.
Linked Literature
The literature reviewed below covered issues of significance, nature and definition, determinants and measurement and estimation approaches.
Capital flight represented one of the major economic problems of most developing economies could perhaps be associated with the backwardness experienced in such economies. "Reference [5] reported that Africa had a larger proportion of private wealth in overseas countries compared to other regions and equally had larger entries in the World Bank definition of countries characterized as severely indebted low-income countries". A study by [1] showed that this group of countries constituted the "net creditor" to the rest of the world in the sense that accumulated capital flight exceeded the stock of external debt.
In order to explain the nature of capital flight, a number of definitions had terature however addressed the effect of macroeconomic policy outcomes on capital flight (for example, high budget deficits, high inflation rate, interest rate differentials, domestic tax and trade policies, and overvalued exchange rate) as significant determinants, see e.g. [6] - [11] .
The other strand of literature on capital flight spotlighted the importance and often contemporaneous association between capital flight and other perverse macroeconomic outcomes such as low rates of growth [12] , increased aid inflows [13] , high external debt [8] [14] [15] and financial and currency crises [16] .
Where the role of institutional factors was concerned, many economists and political scientists had long argued that there was a significant association between institutions and economic performance. "References [17] [18] and [19] identified the role and significance of institutions on particular macroeconomic outcomes such as volatility, crises, and growth". The authors however argued that some governments often chose a battery of inefficient microeconomic and macroeconomic policies and regulations to address the question of capital transfer. The "hot money" method summed up net errors and omissions and non-bank short-term capital flows [6] . "Reference [20] however criticized the hot money method for considering only short term capital outflows while ignoring longer- Capital flight based on the residual approach could equally be adjusted to ac- [27] . Second stream analyzed capital flight in terms of a country-distinct phenomenon. While the first stream of researches found evidence that the main determinants of capital flight were inflation rates and financial risks, the second stream found strong evidence in favor of political uncertainty [28] .
One of the first attempts to measure the magnitude of capital flight in transition European countries was made by [27] , who evaluated the capital flight for 
Analytical Framework and Model
Two approaches to analyzing the effect of macroeconomic factors on capital flight appeared popular. The first emphasized push factors which were usually fired by the desire to maximize the overall risk-adjusted return on portfolios. Macroeconomic policies inducing distortion in prices such as interest rate and exchange rate were usually focused [6] [39]. The time inconsistency problem in policy making could be contributory via inflation expectations. Also, lags in the demand for foreign currency could be a reflection of capital flight under this view.
The second emphasis was on the differences in the perceived risks of holding domestic assets vis-à-vis foreign assets or debt instruments. The expropriation risk associated with this approach resulted mostly from weak legal and institutional arrangements for protecting private property agents and high taxation fueled in part by expectations resulting from the consequences of default in situation of publicly guaranteed private holding of foreign debt. Thus, under this approach, capital tended to fly from investment markets perceived as risky (mostly, developing economies) to those markets with more secure and stable investment climate (mostly, the developed world) [40] .
A combination of these two approaches appeared necessary to produce a balanced view of the influence of macroeconomic factors on capital flight. Thus, in the first instance, the model appeared as: FD was fiscal deficit; PMP was parallel market exchange rate premium; INST was quality of institution and would be proxy by two variables-a dummy (INSTD), characterized by 1 for years of double digit inflation and 0 otherwise, (it should positively affect capital flight) and TES which reflected total expenditure on security (it should negatively affect capital flight); KC was capital control; ED was external debt and DMR was dummy variable capturing the effect of economic recession with 0 for normal years and 1 for recession years. DY captures expectations induced capital flight: a growing DY ratio raised expectations of future high taxation hence, supplying the motive for rising capital flight [5] .
The signs under the variables were the corresponding partials 5 .
PMP was an indicator of policy distortion in the foreign exchange market and could be a proxy for degree of openness. It could also serve as a proxy for the incidence of corruption in the system. Thus, it could be interchanged or even combined with corruption perception index in the estimation. Quality of institution entered as a source of policy distortion, weak capacity for adequate and effective law and order as well as an evidence of weak regulatory capacity. Fiscal deficit ratio could be a proxy for macroeconomic instability. GDPG essentially captured the effect of economic prosperity and could also be expressed in terms of growth of GDP per capita (YPC). An alternative specification expressed the dependent variable and some independent variables as ratios of GDP. Thus: 
where, KFY was capital flight-GDP ratio, TDY was trade deficit ratio, FDY was fiscal deficit ratio, KCY was capital control ratio and DY was external debt ratio. In log expressions, Equations (1) and (2) 
where, ε t was error term.
The Results and Interpretations
This study was restricted to the short run in order to avoid the likely pitfalls inherent in the uncertainty over the direction of effect of possible long run variables. For example, growth of national income that should relieve the problem of capital scarcity and permits a more liberalized foreign exchange rate policy Ordinary least squares regression was employed in the study. In order to avoid the problem of spurious estimates, a unit root test was found necessary.
The test conducted according to both the Augmented Dickey Fuller (ADF) and Phillips-Perron (PP) techniques produced the results in a Table 1 below   7 . All variables were in logarithmic expression 8 . From Table 1 , the clear cut level stationary series were capital flight ratio (KFY), interest rate differential, inflation differential, trade deficit ratio and capital control. Domestic inflation was classed as I(1) even though stationary at 10%. The problem with the 10% benchmark was that it often generated model The interpretation of the sign on NER required a great deal of care; where for example the exchange rate for a currency was quoted in pence/cent rate as in the case of Nigeria, a positive coefficient interpreted to mean a depreciation. 7 All the data employed in the analysis were obtained from various issues of Statistical Bulletin published by the Central Bank of Nigeria and World Development Indicators published by The World Bank.
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The inflation variables in the models were in the cases of π d and π f generated as log differences of relevant consumer price indices while in the case of π⃰ , as the fitted series of a regression involving short run inflation determinants expressed in log. These explained the log prefixes.
O. Ogun DOI: 10.4236/oalib.1103736 11 Open Access Library Journal instability in associated regressions. As a result, 5% was chosen as the highest benchmark in the study. Fiscal deficit was I(2) while all others were I(1). The order of integration of capital flight was based on only the PP test.
Results were produced for non-ratio and ratio specifications. In both cases, expected inflation generated from its short run determinants was excluded for reason of "near singular matrix". The results of the parsimonious model connected to the non-ratio specifications were as presented in Table 2 All over parameterized equations in this study could be obtained from the author.
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Using per capita GDP in the place of aggregate nominal income in the estimations did not significantly alter the results. For the equation in which some variables (capital flight, fiscal deficit, trade deficit, capital control and external debt) were expressed as ratios of the gross domestic product, the results were presented in Table 3 . The interpretation of the negative sign on the trade deficit and fiscal deficit coefficients as being consistent with a priori expectation stemmed from the understanding that increases in the relevant aggregates would be reflected as negative entries (see also, footnote 3). 
Conclusions
This paper had been concerned with the incidence of capital flight in Nigeria.
Results from the study suggested sensitivity of overall outcome to model specification. Whereas, the results of the model in which some variables were expressed as ratios of the gross domestic product performed relatively better in matter of coefficient of multiple determinations, the non-ratio expression model returned superior performance in terms of individual variable's significance and sign expectations. One result that stood out in the exercise was that irrespective of the form of variables' specification, variables such as trade deficit, nominal exchange rate and capital control were important determinants of short run capital flight in Nigeria. The course for policy was clearly suggestive.
In conclusion, it should be noted that the study was only concerned with the economic aspect of capital flight and did not capture political factors that might have played important roles. Besides, it was restricted to the short run and favored nominal measurement in order to accommodate some theoretically imposed limitations. 
